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SUB J : INDO-NEPAL TRADE & TRANSIT TALKS 

1 . SUBJECT NEGOTIATIONS, WHICH RECOMMENDED AUG.22 
IN KATHMANDU, HAVE BEEN PROCEEDING QUIETLY WITH 
VIRTUALLY NO PUBLICTY. SEVERAL EMBASSY EFFORTS 

TO ELICIT COMMENTS FROM CONCERNED NEPALESE OFFICIALS 
ON STATUS OF THE TALKS HAVE BEEN POLITELY REBUFFED. 

GON EVIDENTLY IS DETERMINED TO AVOID ANY POSSIBILITY 
OFPREJUDICING COURSE OF NEGOTIATIONS THROUGH UNDUE 
PUBLICITY. 

2. MOST RECENTL Y,EMB OFF ON AUG 24 HAD OPPORTUNITY 
DURING THE COURSE OF A LUNCHEON IN HONOR OF THE INDIAN 
DELEGATION TO CONVERSE WITH A NUMBER OF THE NEPALESE 
NEGOTIATING TEAM MEMBERS, INCLUDING TEAM LEADER DEVENDRA 
RAJ UPADHYAYA, PLUS SOME OF THE INDIAN NEGOTIATORS. 

THEY CONTINUED TO BE NON-COMMITTAL AS TO THE PROGRESS 
OF NEGOTIATIONS; HOWEVER, THE FOLLOWING ATMOSPHERICS EMERGED: 
SINCE THE NEPALESE SURRENDER ON THE SEPARATE TREATIES ISSUE, 
THERE SEEMS TO BE NO SERIOUS DISAGREEMENT ON FUNDAMENTALS, 
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DETAILS ARE PROCEEDING RELATIVELY SMOOTHLY. WE GATHER 
THAT ONE OF THE CHIEF POINTS STILL TO BE SETTLED ON 
THE TRADE SIDE IS DETERMINATION OF THE PERCENTAGE OF 
INDIGENEOUS AND/OR INDIAN CONTENT IN NEPALESE MANFACTURES 
REQUIRED TO QUALIFY THEM FOR DUTY AND QUOTA-FREE ACCESS 
TO THE INDIAN MARKET, AND WHETHER THE DEGREE OF CON- 
CESSION FOR PRODUCTS BELOW THAT LEVEL SHOULD BE DE- 
TERMINED UNILATERALLY BY INDIA, OR THROUGH JOINT 
CONSULTATION. IT IS NOT CLEAR WHETHER ANY SUBSTANTIVE 
POINTS REMAIN TO BE RESOLVED ON THE TRANSIT SIDE, BUT WE 
GET THE IMPRESSION THAT THERE MAY BE SOME CONTINUED 
HAGGLING OVER WORDING IN AN INDIAN ATTEMPT TO AVOID 
THE IMPLICATION THAT TRANSIT IS AN ABSOLUTE RIGHT FOR 
NEPAL RATHER THAN A NEGOTIATED PRIVILEGE. THERE MAY 
ALSO BE SOME ONGOING DISCUSSION ON THE EXTENT OF 
MEASURES REQUIRED TO GUARD AGAINST DEFLECTION OF 
TRANSIT TRAFFIC. 

3. THE ONLY DIRECT INDICATION OF WHETHER ANOTHER SERIOUS 
DISAGREEMENT COULD AGAIN FLARE UP BEFORE CONCLUSION 
OF THE NEGOTIATIONS WAS THE REACTION OF UPADHYAYA 
WHEN ASKED WHETHER THE MINISTERIAL REVIEW OF 
THE DRAFT TREATY WAS LIKELY TO BE A ROUTINE 
EXERCISE. HIS REPLY WAS A LACONIC "ONE NEVER 
KNOWS HOW THESE TINGS MAY GO." 
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